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Executive Summary 



Charter schools have recently emerged as popular and effective alternatives to traditional public schools. Less than 
two decades since charter schools first came on the scene, the nation has 4,578 charter schools dispersed across 
forty-one states and the District of Columbia. These schools enroll 1 .4 million students, and their rapid growth shows 
no sign of abating. 

As charter schools continue to grow in size and number, so does their influence on traditional public school systems. 
Critics charge that charters rob traditional public schools of their most promising and motivated students and the 
resources they need to provide a quality education, since the size of school budgets corresponds to the number of 
students enrolled. Charter schools' proponents, relying on market theory, argue that traditional public schools can 
be expected to respond to competition for students — who are proxies for customers — by improving the quality of 
education they offer. 

Using student-level data, this paper examines the impact of charter schools on the academic performance of students 
who remain in the local public schools of New York City, instead of joining its rapidly expanding charter sector. In 
particular, it tests whether there is a relationship between how much math and reading skill a regular public school 
student has acquired during a school year and the percentage of his or her classmates who left for a charter school at 
the end of the previous school year, controlling for both observed and unobserved factors pertaining to the student 
and his or her school. 

The analysis reveals that students benefit academically when their public school is exposed to competition from a 
charter. Findings include: 

♦ For every 1 percent of a public school's students who leave for a charter, reading proficiency among those who 
remain increases by about 0.02 standard deviations, a small but not insignificant number, in view of the widely 
held suspicion that the impact on local public schools of students' departures for charter schools would be 
negative. 

♦ Competition from charter schools has no effect on overall student achievement in math. 

♦ In both math and reading, the lowest-performing students in public school benefit from competition from 
charter schools. 



Everyone Wins: Flow Charter Schools Benefit All New York City Public School Students 



Civic Report 60 



About the Author 



MARCUS A. WINTERS is a senior fellow at the Manhattan Institute. He has conducted studies of a variety of education 
policy issues including high-stakes testing, performance pay for teachers, and the effects of vouchers on the public 
school system. His research has been published in the journals Education Finance and Policy, Economics of Education 
Review, Teachers College Record, and Education Next. His op-ed articles have appeared in numerous newspapers, 
including the Wall Street Journal, the Washington Post, and USA Today. He received a B.A. in political science from 
Ohio University in 2002 and a Ph.D. in economics from the University of Arkansas in 2008. 



Acknowledgments 



Funding for this report was provided by the Bodman Foundation. 



October 2009 



CONTENTS 

1 Introduction 

2 Charter Schools 

2 The Collateral Effect of Charter Schools 

3 Previous Research and the Current Study's Contribution 

4 Charter Schools in New York City 

5 Data and Method 

Table 1. Summary Statistics 

7 Results 

Table 2. Results of Estimation in Math 

Table 3. Results of Estimation in English Language Arts 

Table 4. Results of Estimation by Quartile of Prior Student Proficiency 

8 Interpretation and Conclusion 
10 Endnotes 



Everyone Wins: How Charter Schools Benefit All New York City Public School Students 



Civic Report 60 



October 2009 



Everyone Wins: 

How Charter Schools 
Benefit All 
New York City Public 
School Students 

Marcus A. Winters INTRODUCTION 

C harter schools have recently emerged as popular and ef- 
fective alternatives to traditional public schools. Publicly 
funded, and allowed to operate outside the management 
and personnel rules of local school districts, many char- 
ters deliver outsized academic benefits to students who are lucky 
enough to attend them. But critics charge that charters rob traditional 
public schools of their most promising and motivated students and 
the resources they need to provide a quality education. The notable 
success of charter schools, it is often claimed, comes only at the 
expense of traditional public schools. 

This paper examines the impact of charter schools on the students 
who are “left behind.” Analysis of student-level data provided by the 
New York City Department of Education, which runs the nation’s larg- 
est public school system, reveals that students benefit academically 
when their public school is exposed to competition from a charter. 
Specifically, for every 1 percent of public school students who leave 
for a charter, reading proficiency among those who remain increases 
by about 0.02 standard deviations. Math performance is unaffected. 
However, the lowest-performing students in a school benefit from 
charter-school competition in both math and reading. 

This positive effect, though mild, is encouraging. We can now say with 
confidence that all New York schoolchildren gain from the existence 
of charters, even those “left behind” in traditional public schools. 
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CHARTER SCHOOLS 

C harter schools are public schools that oper- 
ate outside many of the surrounding school 
district’s rules — in essence, a charter is able to 
operate as its own school district. Freedom from the 
restrictions inherent in large public institutions and 
from collective-bargaining agreements with teachers 
allows charter schools to experiment with new curri- 
cula and schooling policies to an extent that traditional 
public schools cannot. Charter schools are funded with 
taxpayer dollars on a per-pupil basis. However, unlike 
traditional public schools, which enroll students strictly 
on the basis of the zones in which they reside, students 
apply to attend charter schools, which may be located 
some distance from a student’s residence. Thus, for a 
charter school to remain open, it must attract enough 
students, and the per-capita payments that accompany 
them, for it to pay the bills. 

Less than two decades since the first few charter 
schools opened in Minnesota as a small experiment, 
1.4 million students are enrolled in the nation’s 4,578 
charter schools, which are dispersed across forty-one 
states and the District of Columbia. 1 Their rapid growth 
shows no sign of abating. 

In some urban centers, charter schools have grown 
so numerous that they have siphoned a considerable 
number of students from the traditional public school 
system. Several urban traditional public school systems 
have seen dramatic reductions in their enrollments 
over the last two decades, and charter schools are 
partially to blame for this decline. Since 1970, student 
enrollment in traditional public schools in Washing- 
ton, D.C., has dropped by two-thirds — from 150,000 
to about 44,000 students — while the city’s charter 
schools now enroll about 28,000 students. 2 Enroll- 
ment in Detroit’s public schools has declined by 45 
percent since 2004, and the city’s expanding charter 
school sector is frequently blamed for a substantial 
part of this decline. 

As charter schools continue to grow in number, so does 
their influence on traditional public school systems. 
Though they are public schools, charter schools com- 
pete with the traditional sector for scarce resources. 



A substantial portion of traditional public schools’ 
budgets is allocated on a per-pupil basis. Thus, when 
a student enrolls in a charter school, he produces a 
financial loss to the traditional public school to which 
he would have instead been assigned. 

THE COLLATERAL EFFECT OF CHARTER 
SCHOOLS 

W hat impact does losing students and re- 
sources to charter schools have on the 
traditional public school sector? Proponents 
as well as opponents of charter schools believe that 
charter schools have a collateral effect on traditional 
public schools, although what they see as the implica- 
tions of this competition differ. 

Skeptics charge that charter schools are bound to di- 
minish the effectiveness of traditional public schools by 
depriving them of the financial and human resources 
that they need to provide their students with a high- 
quality education. For instance, each student who at- 
tends a charter school in Detroit reportedly takes with 
him $7,500 in state funding that would have gone to 
his traditional public school. 3 Further, traditional public 
schools might respond to competition from charter 
schools in a way that detracts from their goal of pro- 
viding high-quality educational services. For instance, 
faced with substantial declines in enrollment (due in 
part to charter schools), the Washington, D.C., public 
school system spent $100,000 — money that could 
have been spent in the classroom — last year on an 
advertising campaign intended to lure students back 
to the traditional public schools. 4 

On the other hand, proponents of charter schools argue 
that competition from charter schools can be expected 
to improve traditional public schools precisely because 
competition threatens their budgets. They argue that the 
monopoly on student enrollment that public schools 
have had under the traditional system has insulated 
them from any consequences for their failure. An infu- 
sion of charter schools creates a market for schooling 
alternatives that challenges the public school monopoly. 
Charter school proponents, pointing to market theory, 
argue that traditional public schools should respond to 
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competition for customers (i.e., students) by improving 
the quality of education that they offer. 

Understanding the influence that charter schools have 
on the effectiveness of traditional public schools is cen- 
tral to the decision of whether to establish more charter 
schools. If charter schools helped the small minority 
of students who attended them while harming the vast 
majority who remained in the traditional sector, they 
would be hard to defend on public policy grounds. 
However, if competition from charter schools instead 
inspired struggling urban public schools to improve, 
their effectiveness would extend beyond the influence 
that they have on the students they teach. 

PREVIOUS RESEARCH AND THE 
CURRENT STUDY’S CONTRIBUTION 

T here have been previous attempts to study 
the influence of charter schools on students 
who remain in the public school system. Gill 
and Booker recently reviewed the growing body of 
research measuring the effect of competition from 
charter schools on student learning in traditional public 
schools. 5 Of the six studies they identified, three found 
that charter schools have a positive effect on students 
who remain in the traditional public school system, and 
three found no significant effect. No empirical research 
to date has found that competition from charter schools 
or any other form of school choice has had a negative 
impact on the academic performance of students who 
remain in traditional public schools. 

Previous research tells us a great deal about the general 
impact of charter schools across a state. One possible 
limitation of this research is that its procedures for 
measuring the intensity of charter competition — and 
thus perhaps its results as well — may not translate 
directly to the urban context. 

Five of the six previous studies of competition from 
charter schools use the number of charter schools 
within a limited geographical distance of a public 
school — usually 2.5 or five miles — as their measure of 
competitive intensity. The idea is that public schools 
are more affected by charter schools when their stu- 



dents have a greater number of charter options nearby. 
Charter schools over five miles from a student’s home 
do not pose a meaningful competitive threat because 
of the deterrent effect of transportation costs and other 
costs. Researchers favor the consistency, soundness, 
and simplicity of employing a standard radius in their 
evaluations of the competitive effect of a school-choice 
program statewide. 

However, geographical measures of charter school 
competition might be of limited value in densely popu- 
lated cities. Thus, it is possible that methods utilized 
by previous research are not well suited to measuring 
charter competition within cities, which is where the 
majority of charter schools are located. If the effects 
of charter school competition in cities differ from the 
effects of competition in less densely populated areas, 
the findings of previous research might not apply to the 
urban systems that are facing the heaviest competition 
from charter schools. 

I propose a more direct measure of competition from 
charter schools in an urban environment and use it 
to study the impact of charter school competition in 
New York City — the nation’s largest public school 
system and home to a rapidly growing charter sector. 
I use the percentage of a traditional public school’s 
students at the end of the previous year who left for 
a charter school as a measure of charter competition. 
By this definition, a public school is more greatly af- 
fected by charter school competition than some other 
school if it has recently lost more of its students to 
charter schools. 

I use student-level data in New York City to measure 
the relationship between the amount of competition 
that a traditional public school faces from the charter 
sector and the math and reading achievement of stu- 
dents who remain in that public school. 

Besides improving our understanding of the impact of 
competition on public schooling generally, this paper 
makes two other important contributions. First, it pro- 
vides high-quality estimates of the influence of charter 
schools on traditional public schools in the context of 
a large urban environment. Second, it evaluates the 
growing influence of charter schools in the country’s 
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largest and most diverse school system — one so large 
that it educates about 2.2 percent of public school 
students in the United States. 6 

CHARTER SCHOOLS IN NEW YORK CITY 

N ew York State introduced charter schools with 
the Charter Schools Act of 1998 during the 
governorship of Republican George Pataki. 
In 2001, when the first ten New York charter schools 
opened their doors, state law set the cap on the num- 
ber of charter schools at 100. Because of high demand, 
the state quickly reached this cap; in 2007, the cap 
was raised to 200 charter schools under Democratic 
governor Eliot Spitzer. 

Before it can open and receive public dollars, a New 
York charter school must be authorized by the trustees 
of the state university, the state Board of Regents, or, 
in the case of charter schools located within New York 
City, the schools chancellor. The authorizing entity 
considers the school’s academic mission and fiscal 
soundness when deciding whether to grant a charter. 
Charter schools must be reauthorized every five years 
by the same entity that chartered them. 

Charter schools have expanded rapidly across the state, 
with the greatest growth occurring in New York City. 
There were seventeen charter schools operating in 
New York City when Mayor Michael Bloomberg took 
office in 2002 and made expanding charter schools 
an important part of his aggressive education-reform 
platform. 7 Today, 100 New York City charter schools 
educate about 24,000 — or about 2 percent — of the 
city’s students. 

Despite considerable growth in New York City’s charter 
sector, demand for charter schooling continues to far 
outstrip supply. Each year, the vast majority of charter 
schools have more applications than they do available 
seats; by law, they must fill those spots by lottery. 8 
About 50,000 students are currently on waiting lists to 
enroll in a New York City charter school. 9 

Charter schools in New York City receive state funds 
on a per-pupil basis. As of 2008-09, charter schools 



received $12,205 per pupil, which is about 70 per- 
cent of what public schools receive for every student 
enrolled. 10 However, charter schools do not receive 
taxpayer funds to cover capital costs. Charter schools 
may seek private donations in addition to their gov- 
ernment allocations. 

Charter schools exist throughout New York City and 
now operate in all five boroughs. However, they tend 
to locate themselves in high-poverty areas and enroll a 
student body that is more minority and lower-income 
than the average New York City school. 11 

The type of education provided in charter schools 
not only differs substantially from that found in the 
traditional public sector; it varies within the charter 
sector as well. For instance, the Knowledge Is Power 
Program (KIPP) network of charter schools, which 
operates four charter schools in New York City, is well 
known for its academic rigor and disciplinary stan- 
dards; the Equity Project charter school in Manhattan, 
where teachers earn $125,000 per year, emphasizes 
teacher quality; some schools have adopted special 
curricula — for instance, Core Knowledge; and others 
extend the school day. 

Hoxby, Muraka, and Kang recently released a study 
of the effectiveness of New York City’s charter schools 
at educating the students who attend them. 12 The au- 
thors take advantage of the fact that the vast majority 
of charter schools with more applicants than open 
seats fill those openings by lottery. The study follows 
a Randomized Field Trial design, which is similar to 
the design of a medical trial and is considered the gold 
standard of social-science research. The researchers 
compare the academic performance of students who 
were randomly selected to enter a charter school with 
the performance of students who were randomly de- 
nied the opportunity. Since both groups of students 
applied to attend a charter school, this procedure is 
able to make apples-to-apples comparisons and to 
account for unobserved factors. 

Hoxby, Muraka, and Kang reported that students 
attending New York City charter schools performed 
better in both math and reading than they would have 
performed had they remained in their assigned public 
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school. The size of the effect is substantial. Putting their 
results in context, the researchers found that the aver- 
age proficiency gains made by a student who attended 
a charter school from kindergarten through the eighth 
grade would be enough to close large percentages 
of the gap between the achievement of the average 
student in inner-city Harlem and the average student 
in Scarsdale, a wealthy New York suburb noted for the 
quality of its traditional public schools: specifically, 86 
percent in math and 66 percent in English. 

Thus, we can say with high confidence that students 
benefit when they attend New York City charter 
schools. To date, however, we have no quantitative 
information about the effects that charter schools have 
had on Gotham’s public school system. What happens 
to the vast majority of students who remain in their 
assigned public school? If the educational gains of the 
few New York City students who obtain a seat in a 
charter school came at the expense of the 98 percent 
of students who were left behind, we would have 
real cause to worry about the continuation of charter 
schools’ expansion. 

DATA AND METHOD 

T his project uses student-level data provided by 
the New York City Department of Education 
to study the effect of competition from charter 
schools on academic performance in regular public 
schools. In particular, it tests whether there is a rela- 
tionship between how much math and reading skill 
a regular public school student has acquired during a 
school year and the percentage of his classmates who 
left for a charter school at the end of the previous 
school year, controlling for observed and unobserved 
factors pertaining to the student and his school. 

The data set contains math and English Language 
Arts (ELA) test scores and demographic information 
on the universe of test-taking New York City public 
school students in grades three through eight from the 
2005-06 through the 2008-09 school years. To facili- 
tate the interpretation of results, I convert test scores 
into standard-deviation units within grade and year. 
The data set contains a unique ID for each student 



Table I. Summaiy Statistics 





Mean 


Standard Deviation 


EI_A Test Score 


0.0S5 


0.971 


Math Test Score 


0.046 


0.988 


Previous ELA Score 


0.019 


0.985 


Previous Math Score 


0.045 


0.981 


Special Education 


0.169 


0.375 


English Language Learner 


0.089 


0.285 


Indian 


0.004 


0.063 


Asian 


0.136 


0.343 


Hispanic 


0.390 


0.488 


African-American 


0.326 


0.469 


Multiple Race 


0.000 


0.010 


White 


0.144 


0.351 


Fourth Grade 


0.193 


0.395 


Fifth Grade 


0.198 


0.399 


Sixth Grade 


0.197 


0.398 


Seventh Grade 


0.205 


0.403 


Eighth Grade 


0.207 


0.405 


Year 2007 


0.322 


0.467 


Year 2008 


0.342 


0.474 


Year 2009 


0.337 


0.473 


Percent Moved to Charter 


0.002 


0.005 



Note: Summary statistics using students included in the ELA analysis. 
Summary statistics in other analyses are similar but not identical. 



and school. Descriptive statistics on students used for 
estimation are presented in Table 1. 

The most difficult aspect of determining the influence 
of charter schools on traditional public school effec- 
tiveness is developing a measure of the competition 
that each particular public school faces from the charter 
sector in a given year. In theory, the enrollments of 
all New York City public schools are threatened by 
charter schools. In reality, some schools face greater 
competition from charter schools than others do, either 
because their students have better access to charter 
schools or because their students are more eager to 
seek schooling alternatives. 

I adopt as a measure of competition from charter 
schools the percentage of students in a school who 
left for a charter school at the end of the previous 
year. That is, I use the student-level data set to identify 
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those students who were enrolled in a public school 
one year and in a charter school the next and use this 
information to calculate the percentage of a school’s 
students who left for a charter school at the end of 
the previous year. This is a more direct measure of 
charter competition than has been used in previous 
work. Under this definition, a school can be said to 
be facing an increase in competition from the charter 
sector if a growing number of its students are leaving 
for a charter school. 

New York City traditional public schools saw a mean- 
ingful level of migration to the charter sector in the 
years covered in the data set. In the 2007-09 school 
years, the average school lost 0.2 percent of its students 
to a charter school at the end of the year preceding 
the one being reviewed. Some schools faced more 
competition from the charter sector than did others. 
About 8 percent of New York City schools in a given 
year lost over 1 percent of their student body from the 
year before to a charter school. Further, among schools 
that lost at least one student to a charter school, the 
average percentage of student body lost was 0.7 in a 
given year, and 19 percent of these schools lost over 
1 percent of their enrollment, a figure probably large 
enough to precipitate changes in a school’s policies 
and practices. 

The percentage of students who left a particular 
public school for a charter alternative within this data 
set understates the level of competition facing public 
schools because it does not account for a large group 
of students who enter a charter school earlier than the 
third grade. I assume that the percentage of students 
leaving a traditional public school for the charter sector 
corresponds to the percentage of students who would 
have been assigned to that school but go to a charter 
school before they reach a grade that is observed in 
the data set. 

One possible weakness of this measure of competi- 
tion from charters is that not all students who apply 
to charter schools acquire a seat. Since applicants are 
randomly awarded seats in charter schools, the per- 
centage of students from a particular public school 
who obtain admission to a charter school is a good 
proxy for the percentage of students throughout the 



system who applied for a seat, thus demonstrating 
their desire to leave the public school. 

Accounting for unobserved difference in student ability 
is the second major issue to address when estimating 
the effect of charter competition on public school per- 
formance. Not only is accounting for unobserved dif- 
ferences in students a nearly universal problem when 
studying the influence of an education policy; mea- 
suring the level of competition from charter schools 
in terms of the percentage of students who leave a 
traditional public school exacerbates this problem. If 
students who leave for charter schools are different 
from those who remain in traditional public schools, 
then failing to account for such differences could 
severely bias estimation. For instance, if academically 
able students are, for some reason, more likely to leave 
for a charter school than students who are struggling, 
the withdrawal of the able students would be the cause 
of lower test scores in the schools that they left — not 
competition from competing charter schools. 

I adopt a common technique to account for unobserved 
student heterogeneity: the use of a student-school 
“spell’’ fixed effect in the estimation. Essentially, use 
of this fixed effect controls for the student himself and 
the school that he attends. Use of the spell fixed effects 
accounts for all time-invariant student and school factors 
related to a student’s math or ELA proficiency. 

The analyses also include a function of the student’s 
math and ELA test scores at the end of the previous 
year to further account for differences in student 
learning. One limitation of this “value-added” frame- 
work is that it forces the model to exclude third-grade 
students because test scores are first observed in the 
third grade. 

I utilize an Ordinary Least Squares regression to esti- 
mate the relationship between the level of competition 
from charter schools faced by a student’s school in a 
given year and his academic proficiency at the end 
of that year. The dependent variable in the regression 
is the student’s math or ELA test score on the state’s 
mandated exams. Along with the student-school 
spell fixed effect and the percentage of students in 
his school who left for a charter school at the end of 
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the previous year (the measure of competition from 
charters), the analysis controls for the student’s grade 
level and the academic year. 

Though the data set begins with students in 2006, the 
analysis begins to observe student performance only 
in 2007 because the previous year’s observation is 
needed to calculate the percentage of students who 
moved to a charter school. Thus, in each analysis, 
we observe up to three years of a student’s academic 
performance: 2007, 2008, and 2009- 

I exclude students from the analysis who are currently 
attending a charter school. While charter schools do 
compete with one another for students, students leave 
one charter school for another for reasons different from 
their reasons for leaving their local public school. Further, 
this measure fails to account for students who leave a 
charter school for what is likely their greatest competitor: 
the traditional school to which they may always return. 

I estimate models in math and ELA. The primary 
models use data on all test-taking students in New 
York City. I also look for the presence of modifiers of 
charter schools’ competitive effect by running models 
restricted to students of particular races/ethnicities. 
Finally, I measure whether the degree of impact of 
competition depends on students’ prior achievement 
level. I do this by estimating models that include 
interactions between the quartile of the student’s 
proficiency in math or ELA at a particular school in 
the previous year and the percentage of students who 
left at the end of that year. 13 

Formally, the basic model for estimation takes the form: 

(l) Y ist = aX ist +h nove st _ 1 + 8, +0, s . + £*, + £., 



where Y is the test score of student i in school s at the 

ist 

end of year t normalized to standard-deviation units 
within grade and year; A is a vector of observed time- 
variant student characteristics — the student’s grade 
level and cubic functions for his math and ELA test 
scores at the end of the previous year; move represents 
the percentage of students in the school who left for 
a charter school at the end of the previous year; 8 is 
a year fixed effect; 0 is a student-school spell fixed 
effect; 8 is a stochastic term clustered by school; and 
a and X are parameters to be estimated. 

RESULTS 

T able 2 reports the results of the estimations in 
math. The results of the estimation on the full 
sample reported in Column (I) find a positive 
relationship between the competition that the student’s 
public school faces from charter schools and his aca- 
demic proficiency. However, the relationship between 
competition from charters and student proficiency for 
the full sample is not statistically significant at any con- 
ventional level — that is, we cannot have high confidence 
that the estimated positive relationship is real and is 
not simply a random occurrence. Thus, I conclude that 
charter school competition has no influence — positive 
or negative — on overall student math proficiency. 

Columns (II) through (IV) report the results of the 
estimation in math when the models are restricted to 
students of a particular race or ethnicity. The models 
find that competition from charters has no significant 
impact on students of particular subgroups. 

Table 3 reports the results of the analyses in ELA. 
The impact of competition from charters on students’ 



Table 2. Results of Estimation in Math 





(1) 


(ID 


(III) 


(IV) 




Full Sample 


African-American 


Hispanic 


White 


Percent Moved to Charter 


1.314 


0.873 


2.07 


-2.758 




[0.857] 


[0.572] 


[1.257] 


[-0.589] 


Observations 


944,019 


307,440 


367,904 


135,907 


R-squared 


0.935 


0.926 


0.927 


0.919 



Note: All models control for student grade level, year of observation, cubic functions for the student's math and ELA test 
score in the previous year, and a student-school spell effect. T-statistics resulting from standard errors clustered by school 
reported in the brackets. * Significant at 10% ** Significant at 5% *** Significant at 1 % 
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Table 3. Results of Estimation in English Language Arts 





(V) 


(VI) 


(VII) 


(VIII) 




Full Sample 


African-American 


Hispanic 


White 


Percent Moved to Charter 


1.672* 


1.296 


1.836 


4.14 




[1.794] 


[1.326] 


[1.379] 


[0.610] 


Observations 


948,064 


309,085 


369,494 


136,339 


R-squared 


0.911 


0.91 


0.912 


0.88 



Note: All models control for student grade level, year of observation, cubic functions for the student's math and ELA test 
score in the previous year, and a student-school spell effect. T-statistics resulting from standard errors clustered by school 
reported in the brackets. * Significant at 10% ** Significant at 5% *** Significant at 1 % 



ELA proficiency is positive and significant at the 10 
percent level. 

The reported coefficients in the table represent the 
difference in a student’s ELA score that is related to 
a one-unit increase in the percentage of a school’s 
students who left for a charter school at the end of 
the previous year. Recall that student test scores are 
measured in standard-deviation units. As is true for 
all the results reported in this paper, to interpret the 
size of the effect, you must multiply the coefficient 
reported in the table by a given percentage of leav- 
ing students. Thus, the full sample estimates in ELA 
reported in Column (V) find that a 1 percent increase 
in the proportion of a public school’s students who 
left for a charter school at the end of the previous 
year produces a 0.017 standard-deviation increase in 
a public school student’s ELA proficiency (1.672 * 0.01 
= 0.017, rounded). However, when we run analyses 
restricted to students of particular races/ethnicities, we 
find no significant results. 

Finally, I measure whether the effect of competition 
from charter schools differs among students who be- 
gan the year as higher- or lower-performing in math or 
ELA. Table 4 reports the results of models using the full 
samples that add an interaction between the percent- 
age of students in a school who moved to a charter 
school at the end of the previous year and an indicator 
of the quartile within the school of the student’s math 
or ELA score at the end of the previous year. 

The results reported in Table 4 suggest that students 
in the lowest quartile across the previous ability dis- 
tribution within a school benefit in both math and 
reading when their school faces competition from 



charter schools. In math, students in the highest three 
quartiles are unaffected by charter competition. How- 
ever, in ELA, all students except those in the highest 
quartile of prior achievement benefit from charter 
school competition. 

INTERPRETATION AND CONCLUSION 

I n this paper, I find some evidence that increases 
in the competition that a traditional New York 
City public school faces from charter schools for 
students leads to an increase in the ELA proficiency of 
students who remain in public schools. Competition 
from charter schools also benefits students with very 
low prior math proficiency. 

Table 4. Results of Estimation by Quartile 
of Prior Student Proficiency 





(IX) 


(X) 




Math 


ELA 


Percent Moved to Charter 


-0.21 


-1.851 




[-0.0902] 


[-1.574] 


Percent Moved * Quartile 1 


3.759* 


8.058*** 




[1.788] 


[3.657] 


Percent Moved * Quartile 2 


2.04 


4.411*** 




[1.496] 


[3.116] 


Percent Moved * Quartile 3 


1.049 


2.157** 




[0.837] 


[2.155] 


Observations 


944,019 


948,064 


R-squared 


0.935 


0.912 



Note: All models control for student grade level, year of observation, 
cubic functions for the student's math and ELA test score in the previous 
year, and a student-school spell effect. Models additionally include 
indicator variables for the quartile within the school of the students' 
prior test score in the respective subject. T-statistics resulting from 
standard errors clustered by school reported in the brackets. 

* Significant at 10% ** Significant at 5% *** Significant at 1 % 
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The magnitude of the positive effect of this competition 
in New York City is best described as mild to moder- 
ate. These estimates are relatively consistent with those 
found in previous research evaluating the effect of 
charter schools and other forms of school choice on 
student achievement at public schools. 

Although the overall positive interpretation of the 
results stands, it is possible that some of the posi- 
tive relationship between competition from charters 
and student proficiency in traditional public schools 
is explained by changes in peer quality rather than 
improvements in public schools’ effectiveness. These 
changes would amount to a reverse “creaming” ef- 
fect: if students who leave for charter schools are less 
academically advanced than the students who remain 
in traditional public schools, student achievement 
in public schools might increase because of the net 
increase in peer quality. Although such sorting is pre- 
cisely the opposite of what the opponents of charter 
schools argue — that charter schools attract the best 
students — it is certainly possible that students apply 
to charter schools and then, upon acceptance, enroll 
in them because they are having difficulty in their 
traditional public school. 

In fact, in their random-assignment analysis, Hoxby, 
Muraka, and Kang report that students who apply to 
charter schools have backgrounds that are more disad- 
vantaged than those of students who do not attempt to 
leave their public school for a charter. However, they 
also report that students who applied for admission 
to a charter school but were randomly denied a seat 
were higher-performing than the national average and 
thus much higher-performing than the average New 



York City student. In short, although we can say with 
confidence that public school students in New York 
have benefited from their peers’ transfer to charter 
schools, at least in ELA, the mechanism that produces 
this benefit is not apparent. Evaluating whether — and 
if so, how — public school students benefit from com- 
petition from charter schools is a worthy avenue for 
future research. 

As for New York City itself, the findings of this study 
suggest that the increase in the number of charter 
schools is having a positive effect on student learning 
in its traditional public schools. Previous high-quality 
research has shown that students who attend a New 
York City charter school tend to benefit substantially. 
The results of the analysis in this paper show that 
continued expansion in the number of charter schools 
in New York City also benefits students who remain 
in the public school system. 

At the national level, the results of this study add to 
a wide body of research indicating that public school 
students benefit when their school faces competition 
from school-choice policies. The most important con- 
tribution of this paper is its focus on measuring the 
influence of school choice in a large urban setting. My 
finding that public schools in New York City respond 
positively to competition from charter schools suggests 
that traditional public schools in other large urban 
environments could also benefit from an expanding 
charter school sector. That suggestion is particularly 
encouraging, given the recent push by officials in the 
federal government as well as many state governments 
to increase the number of charter schools. 
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